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Disposition of Prior Audit
Recommendations

Thefollowing audit recommendations are from the Statewide Single Audit for fiscal year ended June
30, 1996.

Recommendation Disposition

State Controller's Office

1 The State Controller's Office should provide training and  Implemented.
guidanceto stateagency personnd toensurethat federa funding
requirements are met. The training and information should
be comprehensive enough so that agency personnel can:

a.  Didtinguishbetween vendor and subreci pient rel ationships.

b. Usethecorrectlanguageintheir formal subrecipient and
vendor agreements.

c. Usethecorrect accounting treatment for subrecipient and
vendor transactions.

Department of Agriculture

2 The Department of Agriculture should establish procedures  Implemented.
to di stingui sh between vendor and subreci pient rel ationships,
verify that the Department’s matching arrangements are
acceptable to the federal government, and comply with
subrecipient monitoring requirements when applicable.
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Recommendation

Department of Corrections

TheDepartment of Correctionsshould record donated surplus
property at 23.3 percent of original acquisition cost or at a
lesser fair value approved by the federal government on the
State’s accounting system and on the Schedule of Grant
Activity.

Department of Education

TheDepartment of Education shouldimprovethe procedures
for Title VI-B on-site reviews by:

a.  Reevaluating time frames for reporting to LEAs and
obtaining LEAS responses. The reevaluation should
balancethe need for realistic timeframesthat can be met
by staff and LEAs with the need to achieve timely
resolution of problems.

b. Ensuring established time frames are implemented.

Office of the Governor
Governor's Job Training Office

TheGovernor’ sJob Training Office should continueto work
with State Treasury to improve the timeliness of cash draws
for Job Training Partnership Act program expenditures by
requesting federal fundssothat thecashisreceived onthesame
day asthe associated electronic fundstransfers and warrants
clear the bank.

Disposition

Implemented.

Implemented.

Implemented.
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Recommendation

Department of Health Care Policy
and Financing

6 The Department of Health Care Policy and Financing should
improveitsmanagement of accountsreceivablesby following
established control proceduresfor completing reconciliations
and strengthening control sto prevent errorsfrom occurring.

Department of Higher Education

Colorado Student L oan Division

7 TheColorado Student L oan Division should consider reviewing
and eval uating proceduresperformed by the Division staff and
by the Division’s automated dialing system as follows:

a

Perform athorough investigation of the 12 instances of
noncompliance described aboveto determinethespecific
reasons for noncompliance and to evaluate if there are
additional instances of noncompliance which may have
occurred as aresult of the identified causes.

Test and eval uatethe automated dialing system and other
control procedureson aregular basisto determineif the
systems are working properly.

EvauatetheDivision’ spoliciesand proceduresregarding
Divison staff training related to the instances of
noncomplianceidentified to determineif additiond training
isnecessary or if training programs should be modified.

8 The Colorado Student L oan Division should consider testing
and eval uating exi sting proceduresand control srelated tothe
written notification system to determine that deficiencies
identified in the controls have been corrected.
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Disposition

Not implemented. See
current year
Recommendation

No. 2.

Implemented.

Implemented.
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Recommendation

The Colorado Student Loan Divison should consider
performing the following to ensure compliance with the
Division's policies and procedures and federal regulations:

a. Review andevauatetheLV Capproval policy, especially
regarding policies and procedures related to outside
collection agencies.

b. Improveutilization of theon-linecapabilitieswith outside
collection agencies, to perform inquiry and obtain
documentation such asthe collection agencies' payment
histories for retention in the borrowers M3TR
correspondence files. This should assist in determining
whether therequired paymentshave been received by the
collection agency.

Colorado State University

Colorado State University should obtain clarification, from
the U.S. Department of Education, of the requirements for
forma approva of new locationswherefinancial adisbeing
administered.

Colorado State University should review their system for
accountability information necessary to calculatetherefunds
to programaccounts. Proceduresshould bedevelopedtoensure
that management obtains timely information to comply with
the U.S. Department of Education refund requirements.

Disposition

Implemented.

Implemented.

Partially implemented. The
University has taken steps to
improve the timeliness of the
refund processing
procedures. However, there
are still refunds that are not
processed within the
required time frame. The
University will continue to
identify any other changes
which will improve the
processing further. Follow-
up in Fiscal Year 1998.
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13

14

15

16

17

Recommendation
Fort Lewis College

Fort Lewis College should implement a procedure whereby
FFELP Loan funds are not disbursed to students until the
student presentsevidenceof havingaloan entrance counseling
interview.

Fort Lewis College should continue to use the new software
to ensurethat they cal culaterefundsin accordancewithfedera
regulations.

University of Southern Colorado

The University of Southern Colorado should improve the
reconciliation process between the general ledger, internal
reports from financial aid, and externa reports. This
reconciliation should occur onamonthly basis. Reconciliations
will reducetherisk of over or under requesting of federal funds
and monetary findings.

TheUniversity of Southern Coloradofinancia aid counselors
should coordinatewiththeregistrar'soffice, especially related
totheoff-campuslocations, to verify classesattended and the
amount of Pell award students are entitled to receive.

Metropolitan State College of Denver

Metropolitan State Collegeof Denver should strengthen student
financia assistancepoliciesand practicesto morefully comply
with federa regulations.

Front Range Community College

Front Range Community Collegeshould continuetoinvestigate
and resolve any differences between the federa Cash
Transactions Report (PM S 272) and the general ledger in a
timely manner.

95

Disposition

Implemented.

Implemented.

Implemented.

Implemented.

Implemented.

Not implemented. See
current year
Recommendation No. 5.
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Recommendation
Lamar Community College

Lamar Community Collegeshould ensurethat al student federa
financia aid files which are selected for verification have
complete documentation.

Pueblo Community College

Pueblo Community College should establish procedures to
ensure al reports required by the Perkins program are filed
in atimely manner.

University of Northern Colorado

TheUniversity of Northern Col orado should amenditsrefund
procedurestoincludeadditiona guidanceregarding established
deadlinesfor verifying all refund information for each of the
departments affected (the Dean’ s Office, Financial Aid, and
Accounting) and additional procedures to follow when the
incorrect information is received from or by the different
departments.

Colorado School of Mines

The Colorado School of Mines should establish formal
procedures to ensure grade changes made subsequent to
semester-end are communicated between Financia Aid and
the Registrar’ s Office.

The Colorado School of Mines Financial Aid Office should
periodically compare PLUS loans processed with proceeds
received.

The Colorado School of Mines Financial Aid Office should
periodically review work study wages earned and compare
wages earned to work study contract terms.

Disposition

Implemented.

Implemented.

Implemented.

Implemented.

Implemented.

Implemented as appliesto
federal funds.
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Recommendation

The Colorado School of Mines Fiscal Services Department
should pay particular attention to invoices that could relate
to entertainment related activitiesto ensuresuch unallowable
costsarenot chargedtofederal awards. Additionally, account
4-41604 should be adjusted accordingly.

The Colorado School of MinesFiscal Servicesand Research
Services Departments should implement the necessary steps
to ensure all close-out reports and reimbursement requests
are submitted asquickly aspossiblefollowing the compl etion
of a project. Additionally, the Colorado School of Mines
management shoul d establish enhanced control ssothat close-
out deadlines are achieved within a reasonable time period.

The Colorado School of Mines Financial Aid Office should
print award |etters whenever a change occurs in the source
or amount of a student’s funding. One copy of the
announcement should be mailed to the student and the other
copy should be retained in the student’ s financial aid file.

Department of Human Services

The Department of Human Services should further improve
controls over the cash management process by:

a. Clarifyingandimplementing more systematic procedures
for federal cash draws.

b. Ensuringthat State Treasury'sinstructionsfor federal cash
draws areimplemented in atimely and accurate manner.
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Disposition

Implemented.

Partially implemented. See
current year
Recommendation No. 27.

Partially implemented. See
current year
Recommendation No. 25.

Partially implemented. The
Department has clarified
procedures but is still
working on developing a
methodol ogy to ensure
draws are made
systematicaly. Follow-upin
Fiscal Year 1998.

Not implemented. See
current year
Recommendation No. 6.
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Recommendation

The Department of Human Servicesshould strengthen controls
over subreci pientsto ensurefedera fundsareused gppropriately

by:

a. ldentifying all subrecipientsand requiring them to submit
audit reports.

b. Ensuring audit reportsarereceived and reviewed timely.

c. Taking corrective action as appropriate under federal
regulations.

Department of Natural Resour ces

The Department of Natural Resources should develop and
implement proceduressothat federa expendituresareproperly
recorded on the State’' s accounting system and charged to
federal grants. Procedures could include the training of new
staff, thereview of dataentry procedures, and the devel opment
of new channels of communication within the Department.

The Department of Natural Resources should develop
procedures so that required federa financia reports are
submittedinatimely manner, including documentingfinancia
reporting requirements and developing a centralized report
tracking system.

Disposition

Partially implemented. As of
our Fiscal Year 1997 audit,
the Department had
identified all subrecipients,
but it had not yet notified al
subrecipients of the
requirement to submit audit
reports and therefore had
not received and reviewed
all reports. Subsequent to
our audit, the Department
reported it had made this
notification and was
performing the necessary
follow-up. We will continue
our follow-up in Fiscal Year
1998. (Note: New federal
requirements for
subrecipient audit reports
will then bein effect. These
will significantly decrease
the number of subrecipients
required to report.)

Implemented as appliesto
federal funds.

Partially implemented. See
current year
Recommendation No. 12.



Report of The Colorado State Auditor

31

32

33

35

Recommendation

Department of Public Health and Environment

The Department of Public Health and Environment should
continue to improve on procedures aready implemented for
the timely reporting of federal grants. These improvements
may include a reallocation of resources at reporting dates,
contingency planning for the absence of key personnel, and
interimwork performed onreportsduringlessdeadline-oriented
timesif possible.

Department of Transportation

The Department of Transportation should record excessand
remainder right-of-way property, aong with any related
liabilities, onthe State’ saccounting system. Detailed schedules
of propertiesshould support the recorded balancesand agree
to amountsreported to the Federal Highway Administration.

The Department of Transportation's Transportation
Development Section should place a greater priority on
reviewing subrecipients audit reportsin atimely manner.

The Department of Transportation, in cooperation with the
Federa Highway Administration, should consider the
cost/benefit of resuming the BAMS review of construction
bidsfor compliancewiththe Copeand Act. If other compliance
procedures are deemed more appropriate, they should be
performed and documented.

TheDepartment of Transportation should continuetoimprove
onthetimely submission of final construction project vouchers.

99

Disposition

Implemented.

Implemented.

Not implemented. See
current year
Recommendation No.15.

Implemented.

Partially implemented. See
current year
Recommendation No. 28.
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Recommendation Disposition

Department of Treasury

36 The Department of Treasury should ensure that the Stateis  Implemented.
in compliance with the Cash Management Improvement Act
andthat transfersof fundsaremadeinatimely manner between
federal and State agencies through the following:

a. Improve procedures for monitoring agency compliance
with prescribed draw patterns and other requirements of
the U.S. Treasury-State Agreement by implementing the
following procedures to periodically test agency draw
patterns:

« Determiningthedatesthat federa fundswererequested
and received for the selected disbursements, aswell
as the funding technique used.

« Determiningthat thedatesthat thefederal fundswere
requested, and the funding technique used, were in
accordance with the draw patterns prescribed in the
Agreement by comparing the disbursement, request,
and receipt dates.

b. Develop and prescribe one draw pattern for each group
of similar programs where appropriate.

Statewide Single Audit for Fiscal Year 1995

Department of Administration
Division of Accountsand Control

4 The State Controller's Office should reevaluate the security  Implemented.
policies for access to the State's accounting system and
determine that the control structure provides reasonable
assurance that state assets are properly safeguarded and
transactions are adequately authorized and recorded.
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32

Recommendation

Department of Education

TheDepartment of Education shouldimproveproceduresfor
follow-up on Chapter 1 on-site reviews. These procedures
should include:

a. Establishing aformal deadline for responses to areas of
noncompliance and following up on instances of
noncomplianceidentified duringtheon-sitereviewsat the
local educational agencies.

b. Ensuring that on-site review reports are issued timely.

Department of Health Care Policy and
Financing

The Department of Health Care Policy and Financing should
complete an analysis to determine if it is cost-beneficia to
implement a system to calculate interest for the accounts
receivablerelated to thedrug rebate program. If theanalysis
results are positive, the Department should begin work to
implement a system to calculate interest.

The Department of Health Care Policy and Financing should
consider conducting a survey to determineif the dispensing
fee remains an accurate reimbursement rate.
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Disposition

Implemented.

Partially implemented. The
Department obtained state
appropriation and federal
approval to implement
during Fiscal Year 1996.
The Department completed
approximately 85 percent of
the implementation process
as of June 30, 1997, and
plans to complete the
project by December 31,
1997. Follow-up in Fisca

Y ear 1998.

Implemented.
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Recommendation

Department of Higher Education
Board of Regents of the University of Colorado

The University of Colorado should ensure that appropriate
personnel areeducatedintheuseof toolsavailableto monitor
expenditure and budgetary information and hold personnel
accountable for complying with budgetary policies.

TheUniversity of Colorado shouldreview how it canimprove
communication of itsfisca policiesand proceduresto academic
units in conjunction with the installation of its new financial
management system

The Colorado Commissionon Higher Education should establish
astatewidepolicy onrefundsof financial aid for studentswho
unofficially withdraw from institutions.

The University of Colorado should ensure that all federa
revenuesare properly recorded in the accounting system and
that federa receipts reported on the Schedule of Federal
Financia Assistance are consistent with federal revenues
reported in the financial statements.

State Board of Agriculture
Colorado State University

Colorado State University should ensure that all required
performance reports are filed in a timely manner. To help
accomplish this, the Office of Sponsored Programs should
modify itscomputer systemto track the due datesfor interim
aswell asfina performance reports.

Disposition

Implemented.

Not implemented. To be
implemented in Fiscal Year
1999.

Rejected. CCHE believes
thereis no need for a
statewide policy refund
because governing boards
are responsible for ensuring
their institutions comply
with the federa refund

policy.

Implemented.

Implemented.
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Recommendation
Trustees of the University of Northern Colorado

TheUniversty of Northern Col orado should consider removing
programmers accesstoall productiondataor, asanalternative,
consider creating test data banksto allow programmers data
totest programsor createread only accessfor theprogrammers
to access application menus.

Colorado School of Mines

In order to effectively monitor project sponsor receivables,
the Colorado School of Minesshould establish adetailed project
report that would at least include the name of each project,
al project sponsors for each project, the amount receivable
from each sponsor, and a proper aging of the receivables.
Project sponsor receivables should be reviewed at least
quarterly.

The Colorado School of Mines should maintain a detail of
federal grants received and receivable by each department.
A copy of the detail should be forwarded to accounting on
amonthly basisfor proper reconciliationto revenuerecorded
on thegenera ledger. The grant formsfrom the departments
should bemaintained in aseparatefileby accounting and master
files of the federa grants should also be maintained within
accounting.

Judicial Department

The State Court Administrator should ensure that adequate
controls are established and maintained over the Judicial
Department's decentralized accounting structure.

The State Court Administrator should work with the District
Court Adminigtratorsto ensurethat the 22 district courtssubmit
accurate and timely bank reconciliations for the Victim
Compensation and Victim Assistance Funds.
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Disposition

Implemented.

Not implemented as applies
to federal funds. We will
continue to follow up in
Fiscal Year 1998.

Deferred. We will continue
our follow-up during Fisca
Y ear 1998.

Implemented.
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Recommendation

TheJudicia Department should strengthen control procedures
that confirm payroll isaccurate by either complying with the
current policy or devel oping alternative compensating controls.

Department of Labor and Employment

The Department of Labor and Employment should provide,
and properly document, performanceappraisasfor dl quaified
employees on at least an annual basis.

Department of Natural Resour ces

The Department of Natural Resources should request
reimbursement of eligible federal funds in atimely manner.

Department of Public Health and Environment

The Department of Public Health and Environment should
chargedirect coststofedera grantsand state sourcesfollowing
the standards set out by Office of Management and Budget
Circular A-87 and State Fiscal Rules. Actual timeincurred
in performing thework should be charged to the appropriate
funding source, not budgeted time. These objectives could
beachieved by training the appropriate personnel to properly
charge the time spent on programs funded by federal grants.

Disposition

Implemented.

Implemented.

Partially implemented. See
current year
Recommendation No. 12.

Implemented.
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Recommendation

The Department of Public Health and Environment should
prepare a cost allocation plan for the Office of Environment
and itsdivisions. The plan should include all administrative
personnel and operating materials costs. The plan must be
approved by the cognizant agency in advance of its
implementation. Circular A-87 allowsthecoststo bedistributed
on the following bases:

1. Total direct costs,
2. Direct salaries and wages, or
3. Another base which results in an equitable distribution.

The alocation of these costs should be on the base that best
measures the relative degree of benefit.

The Department of Public Health and Environment should
devise a system whereby the documents are always on hand
for ingpections, as needed.

The Department of Public Health and Environment should
charge coststo the Rocky Flats Agreement In Principlegrant
that areidentified specifically tothe performanceof theaward.
Other costs should be funded from the appropriate sources
or responsibility transferred to the appropriate agency.

The Department of Public Health and Environment should
record receiptsfrom the Rockwell agreement asrevenueand
not as deferred grant revenue. The amounts should then be
held as restricted fund balance until they are spent on the
required purpose. The Department should makethecorrection
to the accounting records.
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Disposition
Partially implemented. See

current year
Recommendation No. 13.

Implemented.

Partially implemented. See
current year
Recommendation No. 14.

Implemented.



106 State of Colorado Statewide Single Audit - Fiscal Year Ended June 30, 1997

Recommendation Disposition

Department of Revenue

110 The Department of Revenue should evaluate the impact on  Implemented.
the State's cash flows of current Regulations for wage
withholdingtax filersand revisethem asnecessary sothat new
wagewithholdingtaxpayersareinitidly assigned thefiling status
that more accurately reflects their tax liability.

112 The Department of Revenue should take appropriate action  Implemented.
to ensure that controls over cash receipts and revenues are
followed sothat the correct amountsarereported for Highway
UsersTax onthe State'sfinancial statementsandthe TABOR
schedule.

113 The Department of Revenue should establish additional controls  Implemented.
over fixed assets.

Department of Treasury

129 The Department of Treasury should improve controls over  Implemented.
the year-end closing process by independently reviewing al
datathat are submitted to the State Controller's Office. This
review shouldincludeformul asusedin e ectronic spreadsheets.
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Recommendation

107

Disposition

Statewide Single Audit for Fiscal Year 1994

Department of Administration
Statewide Indirect Cost Plans

The State Controller should devel op acost-beneficial process
toreview and anayzetheagencies recoveriesof indirect costs
from thefederal and cash-funded programsto determine the
amount of General Fund costs recovered and the impact of
changes to the Plans.

The State Controller should review agencies Cash Plansto
ensurethat all eligibleindirect costsareincluded for recovery
from cash-funded programs.

Deferred. A Cash Budget
Plan Task Force has studied
the indirect cost recovery
tracking issue and identified
that a modification to
COFRS is the optimal
solution. The State
Controller’s Office will
consider funding for the
module in Fiscal Y ear 2000.

Deferred. The State
Controller’s Officeis
establishing a program that
will focus on assisting
agencies in implementing
cost identification systems.
It isintended that this
program will enhance the
long-term availability of
information needed by
management to make
operating and policy
decisions and provide a
rational basis for
determining fees for cash
programs. It is anticipated
that one such project will be
started prior to the end of
Fiscal Year 1998 and a
second project will begin
early in Fiscal Year 1999.
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Recommendation Disposition

Department of Corrections

The Department should implement proceduresto ensurethat  No longer applicable. The

reportsrequired by law relating tofederal grant money befiled Drug Free Workplace

withtheappropriatefedera grantor agenciesinordertocomply  reporting requirement has

with the general grant requirements. been discontinued as a
general requirement with the
implementation of the
amendment to the Single
Audit Act in 1996.

Department of Higher Education
State Historical Society

The State Historical Society should strengthen its fiscal Not implemented. The

oversight of grant awardsby adopting arisk-based monitoring  agency has been granted

approachwhich couldincludeperiodicon-sitefinancid reviews  additional time to

or audits using standard internal control checklists. implement. We will
continue our follow-up in
Fiscal Year 1998.

State Board of Agriculture
University of Southern Colorado
Sincethisisapurchased softwaresystem, werecommendthat  Implemented.

theUniversity look at the cost-benefit of upgrading thecurrent
system or purchasing a new system to fully meet its needs.
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Recommendation

Department of Human Services

The Department should continue its efforts to develop,
document, implement, and maintain acomprehensivedisaster
recovery plan that includes:

1. Standardsand departmentwide policiesfor recovery and
backup of mainframe and Local Area Network data.

2. Plans to maintain operations in the event of a disaster
Situation at the state department building or at any county
department of social services.

Department of Natural Resources

The Department of Natural Resources should conduct a
completeinventory of itscapita assets. TheDepartment should
usetheinventory resultsto adjust itsdetailed fixed asset listing
and the State's accounting system.

TheDepartment of Natural Resourcesshouldfollow through
on its prior year audit response to, on a quarterly basis:

a. Reconciletotalsfromitsdetailed fixed asset listingto the
State's accounting system.

b. Reconcilecapital outlay expenditurestotheasset additions
recorded on the State's accounting system.
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Disposition

Not implemented. The
Department contracted for a
disaster recovery study
which was completed in
Fiscal Year 1997. The
Department will continue to
work on incorporating the
study’ s recommendationsin
Fiscal Year 1998. Follow-up
in Fisca Year 1998.

Implemented as appliesto
federal funds.

Implemented as appliesto
federal funds.



110

43

45

61

State of Colorado Statewide Single Audit - Fiscal Year Ended June 30, 1997

Recommendation

Disposition

Statewide Single Audit for Fiscal Year 1993

Department of Education

The Department of Education should assess the adequacy of
controlsrelated to the HP 3000 minicomputer environment.
The IMS Unit, in cooperation with program managers and
the accounting unit, should consider controls over:

a. Information input into the system.
b. Program change and devel opment, aswell asprocessing.

c. Output from the system, including performance of
reconciliations.

The Department of Education should complete the
implementation of the HP 3000 minicomputer disaster recovery
plan by establishing implementation dates for uncompleted
aspects of the plan.

Department of Higher Education
Colorado Commission on Higher Education
The Colorado Commission on Higher Education should

complete its policy and procedures manua for financial
operations.

Implemented.

Partially implemented. An
outside consulting firm
completed aformal disaster
recovery plan for the
Department in Fiscal Y ear
1997. A formal request was
then made for funding to
implement the plan. Follow-
up in Fiscal Year 1998.

Implemented.
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Recommendation

Department of Military Affairs

The Department of Military Affairs should comply with the
Fiscal Responsibility and Accountability Act by:

a. Documenting the internal controls over the payroll and
journal voucher systems.

b. Making sureitsinternal control procedures conform to
State Fiscal Rules.

c. ldentifyinginternal control techniquesfor each cycleand
identifying the position in the Department responsiblefor
performing the function.

d. Developing proceduresto carry out an annual review of
the Department's internal control environment for the
purposeof determiningif thereare changesin conditions.
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Disposition

Partially implemented. The
Department has adequate
controlsin place. Although
the Department has begun
an annual review of selected
controls, it has not yet
documented the internal
controls over the payroll and
journa voucher systems. We
will continue our follow-up
in Fiscal Year 1998.

Statewide Single Audit for Fiscal Year 1992

Department of Corrections

TheDepartment of Correctionsshould strengthenitscontrols
over fixed assets by performing a monthly reconciliation
between capital expenditures and additions to fixed asset
accounts.

The Department of Corrections should complete biennia
physical inventories of fixed asset equipment in accordance
with Department policy.

Implemented.

Not implemented. The
Department is currently
identifying all of the assets
within the Department
which will be reconciled to
the financial records.
Follow-up in Fiscal Year
1998.



